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Chief, Manufacturing Sectore Brarch, D/I 1 September 1055
Acting Chief, Industrial Blvision, ORR

Froject 30.20k3, The Developmernt of the Machine Building
Industry in Cxmamist Chine, 1559-62

1, This project has senefitted greatly from .be last re islon.
Several sections have bees tightened up, use has been made of new
sgeregate data, and the reascning of the project as & whole hza
matured markedly. In fact we now have an excellent study which
with a little further attention can be recommended for Cffice
publication.

2. My only serious eoncern at present is with Dection III,

on the effects of the first FYP, which are presented as thoug

- China's major objective hes been the unqualified maximization of
economic growth. The reader still recelves the impression thet
the first FYP was somewvhat of e failure beceuse China 414 not put
more people =0 work producing consumer goods. The accomplishrents
of this pericd should first be svalusted against the Chinese ;oels
seb forth in Section I A. In 4his context growih aprears as oo
of seversl ohjectives. The» degree to which they are mutually
compatible should be noted. Growth should not be trested witiout
gqualification but in terns of the kind of things the Chinese yanted
to develop most rapidily. Huving sade a Juigment irn Chirese tirms
one can also make an independent evalustion from the stamdpol:t of
Weatern goals, bul such a statement should be clemrly identif ed
for vhat it is.

3. The disenchantmert with the slow payelf of capital Litensive
projects would be more corvincing if the mature of the altermtives
were made more expliecii. I they could do it agaln would the' r list
of machirery items to be produced domestically be emended sre:ily o
would the original liat Be produced in less mechanized plants’

b, 'The evaluation mighi well be extended to include the Chinsao
choice as to which Lypes ¢ machinary ard equipsent 4o produc: at
home and which ty7oes to import froz abroad - sgaln in terms o Chinese
objectives.

5. 1 guestion whether lhe sgierials imbalmocs wes uniguw 1o
China. In my estimate this imbalance developed throughout the Bleo,
including the Soviet Unlor. To sglve the problem sost of the Bloc
countries including the UESR have inereesed investument allues! ions
1o ipdustrisl raw materials in relation to those allocated to machine:
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building proper. Inp Rastern Barope the USBR is exparting rew ms.erisls
to the Satellites ir order tr partislly urderwrite their economi:
plape. )

6. These suggestions, .ogether with various minor commente,
are further detailed in the attsched notes, which I shell be haypy
1o diseuss with ycm_ at your convenience.
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